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THE CONIAGAS MINES, LIMITED 


hes te Sees 


The 59th Annual Report of your Company covering the year ended December 31st, 1965 as approved for 
presentation to you by your Board of Directors is submitted herewith, together with the Report of your Mine Manager, 
the Company’s Consolidated Financial Statements for the year and the Report of your Auditors. 


During November, shareholders were offered the right to subscribe for one additional share at 75¢ per 
share for each six shares held. The shares formerly held by your wholly-owned subsidiary, The Coniagas Reduction 
Company Limited, namely, 97,256 shares, were included in the offer, and with 329,034 from the Company’s treasury, 
brought the issued and outstanding shares of the Company to a total of 2,984,034. This offering was underwritten 
by a private company owned by your Chairman of the Board, Mr. M. J. Boylen, and has provided the Company with 
some $319,700. of additional working capital with which to press the search for economic minerals. 


BALANCE SHEET 


The major change in the Company’s Balance Sheet from that of a year ago, results from the reorganization 
of the capital stock through the issue of Supplementary Letters Patent, as approved by the General Meeting of the 
Shareholders held May 25th, 1965. By the Supplementary Letters Patent, the then 3,000,000 authorized shares of 
a par value of $2.50, were changed into 3,000,000 shares without par value, and the capital value of the issued 
shares was changed from $2.50 each to $1.00 each. This resulted in a credit to contributed surplus on a non- 
consolidated basis of $3,982,500. In an earlier year the book value of the Company’s original property at Cobalt, 
Ontario, after crediting the proceeds of its sale, had been charged against retained earnings. This capital write-off 
has now been transferred to the debit of the contributed surplus account, thus leaving that account with a balance 
of $8,800., and restoring the write-off to the retained earnings account. 


Reference to the assets side of the balance sheet will show that slow payment of the refundable oil taxes, 
continues to freeze substantial working capital. Some progress has been made in reducing the amount of stores 
and supplies. 


At the year end, the market value of investments as shown by the following schedule was approximately 
$1,000,000. in excess of the book value. This compares with an appreciation of some $750,000. as of December 31st, 
1964. 

Value December 31, 1965 


Units ' Security Book Market 
wy 
250,000; Traders’ Finance Corporation: kimtted<.. 6 ee ee eee $ 250,000. $ 250,000. 
Bonds and Debentures 
20000 BCs Electric: 472 7ou DOnels clea NU cael el Ope ene 20,000. 16,800. 
O00 = CPR: 495 Coll Trbonds cuéaDecy I W960 4s 3. een a eee weer 5,000. 4,650. 
7,500 T. Eaton Acceptance Corp. 434% debentures due March 1, 1974 _.. 7 ASA. 6,825. 
10,000°. 7. Eaton: Realty Co.95%" bonds due) Marchtls, 19 /on wee ee ee 10,000. 9,250. 


87,000 Industrial Acceptance Corp. 5%2% debentures due July 2, 1973 87,000. 81,780. 
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Value December 31, 1965 


Units Security Book Market 
Shares 

ooo piguiNama CreekyMinesulimiteds (hee) meee eee ye 6,259. 8,141. 

oO Gmmn Pooled sancanota valued) meet me omen yeu see wey eee Oe ee — = 
COOmEDOMeMIMINSst LiMmiteG wet sense ere DOME Ce ee See kee ET A327 23,100. 
265,000 First. Maritime Mining Corporation Limited 2. 388,400. PSM 750: 
SOOmuNemaeAddisone Minesmlitniteds --e=ect mur oN) ee ere 950. 4,550. 
PAO OO IVIGCCSSCEAATMES ETT S Clee eee ae weer ase ite ROU Je Me Pee Le ae oR 3,846. 5,400. 
Bool ‘Quebéc- Sturgeon River Mines: Limited J 340,892. 399,005. 
MISCEIIGMCOUS eset ait carr een baw Pee ew 9 eA RAE Us. Te nba at esa aL ers 1,670. 6).BY/ \\- 
PXCERU CCH in CO ih Geta eee rate ee Ile TTP RL ee er tak DN ee S216: 3,216. 


$ 1,129,014. $2,130,838. 


The Company’s policy in writing off depreciation has been to use the rates allowed to your Company for 
mining duties by the Quebec Department of Mines. During the year this was confirmed on a straight line basis at 
15% per annum, up to the end of 1963, and at 5% for the years 1964 and 1965. To conform to these rates, 
$38,733. of depreciation previously written off was reversed. Provided our geologists’ expectations are realized, 
namely, that ore discoveries will continue to be made to assure continuous operation of the mine, the rates allowed 
will be adequate. 


The distribution of the per share value of your assets at December, 31st, including your security holdings at 
market values was as follows: 


eta upren ha ASsOtSi ean tel 0 i ag lee ee ee ee NP any cael 
IA VESTIME Int pps eee ren ed a rE Se ie ho ee ee Pe ema eens a eh es 28 7 | 
Advances to Quebec Sturgeon River Mines Limited — 09 
MATER PhO ite = tas area a eae ey ee eee meen 13 
Preproduction and Deferred Development -_--..-----------------2-- nen 43 
Buildings, Machinery and Equipment at depreciated values 36 

TTA 5 ec ae a Pe ara ee eet ET $ 1.92 


The following is a statement of the source and application of funds during the year. 


SOURCE 
Metal and Miscellaneous Mine Revenue _........- $ 1,577,398. 
InterestrandeDividen cise cess see ees eee er ee ee ee Pee ies 10,261. 
Soletof 329 O34" liredsuny, Shores te we eee een ee pe 246,775. 
Sale by subsidiary, The Coniagas Reduction Company Limited, 
Of 97 256" shares net proceeds is 5s An ee ee 72,869. 
$ 1,907,303. 
APPLICATION 
Mine: Operating® Cost... sen ie eens os ee $ 1,567,598. 
NANI K= Sm Koh: CAS teeter canes wt Chace ie ee Ne) eG eee ake 3,989: 
AGCIMIIMISHRCHIO Neste aueee sen ne oe eee Re ee Se LE ATES DS SOor 
PrOSspecinicg@lxXPeNnsese oa. ee eee 42,466. 
Increase in Investments and Advances _........-------------------- 84,715. 
Gopitaltxpend ives. esi) Ae aN ee ee ee SUAS SOS Blo. 


Increases Net Curnent :Asseis coe et $ 148,488. 
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PROFIT AND LOSS ACCOUNT 


In 1965 operating costs, including substantial underground and surface development expenditures, were 
closely in balance with production revenues. The Company has a large property in which the chances of locating 
profitable ore bodies are considered excellent, thus warranting the continuance of exploration until such ore bodies 
are located, so long as it can be paid for out of the cash flow being generated by the mine. 


Below is given a comparison of the 1965-and 1964 production statistics. It will be noted that the grade of 
both types of concentrates was lower in 1965 than in 1964, due to the ore now being milled carrying a larger 
percentage of iron than previously. It has not been found possible to produce the former grade of concentrates 
without at the same time causing increased quantities of the economic metals to be discarded in the tailings. The 
policy followed by our mill staff is to maintain the concentrate grades at the point which will produce the greatest 
return to the Company. The drop in values realized from lead concentrates was largely due to lower base metal 
content and prices and a downward adjustment of the value of the opening lead concentrate inventory. The 
lower smelting and refining charges resulted from the re-negotiation of our sales contracts. However, in the case 
of the lead concentrates, this is offset by a reduction in the percentage of the silver payment. 


Zine Concentrates Lead Concentrates 
1965 1964 1965 1964 
PROC CIO its teat arcane mete age Re de Oe De 16,066 tons 15,447 tons 1,740 tons 1,952 tons 
Metal *@ontent Zine ee sane terse eerie §2.75% 56.20% 15.37% 20.24% 
US CiCh eee Me or a te SE cen — — 29.75% 31.13% 
SIIVGRs yoke ste ee ek A eee DHAZOZ: Se MOZs 139.83 oz. 139.46 oz. 
Cold Weaeie® Rice gt > 4h eee Ollmoz: AO imnoz 4.60 oz. 3:27 Oz 
Value of Contained Metal per unit of production $168.94 $168.55 $337.15 $399.55 
MetalSnot paid fon ses ae ee eee 28.30 28.29 41.97 42.67 
Smelting and Refining (Including ocean freight on 
legd&concentrates) i: weseek tees ae ee nee 45.22 55.05 41.87 53.95 
Breight. 2.22.08 to 2 ee ee ee Oe eee 17.14 16.66 7.85 Sake 
BWity( See Uk at ee ea Be ee ac, eo 6.82 7.19 ae = 
Nekaiinitie« Ret Uri 2 aan ee ere ee es ee ee 71.46 61.36 245.46 297 .80 


QUEBEC STURGEON RIVER MINES LIMITED 


In the year under review, this Company carried out an induced polarization geophysical survey over its 
Bachelor Lake Property and followed it up with a program of diamond drilling. This work disclosed interesting 
formations similar to those in which the ore bodies of your Company are found. The program had to be deferred 
due to the advent of severe winter weather, but we are advised that further work is warranted. All of the Company’s 
properties are being maintained in good standing, and since the first of the year the claims formerly held at Gull 
Pond, Newfoundland, have been re-acquired by staking. 


OUTSIDE EXPLORATION 


Further work was carried out on the East Group at Wilson Lake in Northern Quebec during the early part 
of the year as reported in our Letter to the Shareholders last year. As advised then, it has been recommended 
that the claims be allowed to lapse, but the East Group, the more important looking of the two, is being retained 
for as long as the recorded assessment work will allow. 


The work on the optioned property in Currie Township adjoining the Rose Lake Gold Mines on the west, 
was completed without the finding of economic mineralization, and the option was allowed to lapse. 


In the latter part of the year, considerable interest was generated in the northern part of the Red Lake Camp 
in Ontario, with a large number of claims being staked for possible base metal occurrences. Your company has 


a, Oe ek eee ee 


ie to the Nhorcko lies (Continued) 


for some years held 37 claims in three groups in the heart of the area of current interest. However, most of these 
claims are under the waters of Red Lake. During the past winter, both electromagnetic and magnetometer surveys 
were carried out and a number of interesting anomalies discovered. A program of diamond drilling was commenced, 
but due to failing ice this work could not be completed. The work completed found considerable mineralization, 
but nothing of economic value. However, important looking anomalies remain to be investigated when ice conditions 
will permit. 


Since the end of the year, the Company acquired by staking, a group of claims in the Bathurst, Newcastle 
area of New Brunswick, on a favourable belt indicated by an airborne geophysical survey. Diamond drilling is 
now in progress on this property. 


OUTLOOK 


The demand for zinc does not appear quite as strong as it was a year ago. The European producers’ price 
has been reduced from £110 per long ton to £102. However, the American market, where the bulk of your zinc 
is sold, has held at the 14% cents per lb., East St. Louis price, and it is expected to be maintained for the foreseeable 
future. 


Lately, the south-west portion of the mine has been giving promise of larger, more regular stopes, though 
of lower grade, but probably more profitable, as being more cheaply mineable. The north-east section of the mine 
seems to be developing smaller but much higher grade stopes, which it is planned to use as sweeteners in the mill 
feed. 


The operation is faced with increasing costs from advancing labour and material charges and sales taxes. 
Your management is endeavouring to offset these increases by raising the milling rate, improving the methods of 
extraction and exercising every economy. We also are trying to obtain Hydro Electric power for the district which, 
if furnished, will effect a substantial lowering of costs. At present we not only have to operate with high cost diesel 
power but are penalized with a 2¢ per gallon withholding of refund of tax on diesel oil used to generate electric 
power, and 22¢ per gallon on oil used to compress air. Mines served with Hydro are not taxed on their power 
consumption. This discrimination against an isolated mine has been brought to the attention of the Provincial 
Minister of Revenue, but no corrective legislation has been introduced. 


We acknowledge with thanks the loyalty and dedication to their tasks by the staff and employees. 
Respectfully submitted, 


M. J. BOYLEN, Chairman of the Board. 


C. S. KENNEDY, President. 


Toronto, Ontario, 
May 20, 1966. 


Current Assets 


COS hig pele at ae Ce Nf AOS et wl ie, aes ae a ee See $ 280,280 $ 65,791 
Metal settlements outstanding at estimated value —.. 100,676 — 82,718 | 
Refundable: diesel toil’ taxes... 5 Na Ss ee ee ee 129,748 115,749" ae 
Oiherccaecounts receive ble a= = Se 5 ee a eee 18,679 15,3973 
inventory of lead concentrate at estimated sale value — 107,231 191,685 ce 
Mining stores cond ‘supplies;:.dt’ cos}: aie ee 141,186 ~ 1772075 
Prepaid’ expenses (a7 4,087 2,686 — 
781,887 651,233 
Investments 5 
Short-term commercial notes receivable plus accrued interest __ $ 250,329 177,828 


Corporation bonds at cost plus accrued interest (quoted market 
VCR NG Te OD) eee ae Ne cance 
Mining stocks at cost less depletion written off (quoted market 


volue $127.59; 503) se ee eke ee ee eee 746,434 747,030 
1,129,014 1,059,996 
Advance to Quebec Sturgeon River Mines Limited a 291,778 276,081 ; 
Capital Assets 
Mining: properties: (Notes N) ae se as ae ee 387,443 387,444 — 
Preproduction and deferred development (Note 2) 1,265,740 1,265,740 


Buildings, machinery and equipment less accumulated depreciation of 
$724:093*(Noter Sse 


sh as a as 132,251 135,138 


ohn 2 > kB CAN ok Mee eS SL on act 1,076,439 1,119,555 
$4,932,301 $4,760,049 
(Under the 
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The Shareholders, 
The Coniagas Mines, Limited. 
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We have examined the consolidated balance sheet of The Coniagas Mines, Limited and - 
statement of profit and loss, retained earnings, and contributed surplus for the year ended on t 
records and other supporting evidence as we considered necessary in the circumstances. 


No provision has been made for amortization of preproduction and deferred development 


Subject to the foregoing, in our opinion the accompanying consolidated balance sheet a 
position of the company and its subsidiary, The Coniagas Reduction Company Limited as at Decem 
accepted accounting principles applied (except for the change referred to in Note 3) on a basis « 


Toronto, Ontario, 
March 31, 1966. 


JAS AT DECEMBER 31, 1965 


Hey 


| 9 LIABILITIES Coancrat 


Figures 


Current Liabilities 


Pera MARSAIVCRY CHG mt he cA NC IN iee acrins Co ht ee ay 2 el ga $ 199,537 $ 217,370 


SHAREHOLDERS’ EQUITY 
Capital (Note 4) 


/ Authorized 
3,000,000 shares of no par value 
Issued and fully paid 
2,984,034 shares (including 329,034 shares issued during the year for 


COShn GTO GLC OCI) ere ne en le eee eee ee al Pe nee ee 2,901,775 6,394,360 
em aNsUiCUlssUDIUS econo Ee eas ee ce ee ee ee 8,800 — 
RICO CIS TINICS (CLENICI) x08. oo bs ese Sh eg I es eee 1,822,189 (1,851,681) 
a 4,732,764 4,542,679 
Wa On behalf of the Board: 


M. J. BOYLEN, Director. 
C. S. KENNEDY, Director. 


$4,932,301 $4,760,049 


\PORT 


‘Act — Ontario) 


“4 
med subsidiary, The Coniagas Reduction Company Limited as at December 31, 1965 and the related 
Ur examination included a general review of the accounting procedures and such tests of accounting 


jtement of profit and loss, retained earnings and contributed surplus present fairly the financial 

and the results of their operations for the year ended on that date, in accordance with generally 

th that of the preceding year. 

TOUCHE, ROSS, BAILEY & SMART, 
Chartered Accountants. 
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and its wholly-owned subsidiary | oe 
THE CONIAGAS REDUCTION COMPANY LIMITED 


bey 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS , 
FOR THE YEAR ENDED DECEMBER 31, 1965 4 
1964 : f 
Comparative We 
Figures 
Die ficth: Jona os Bet Pe ee ee ee ek $1,851,681 $1,661,409 
Nad: Net-loss tonsthe:-y ecg ae ce <5 oat 0 ee eee 151,493 187,132 j 
Loss “on sGisposalvor fixed “assets- =. 2k eee ee ee ee rer ey IKOWee} — af 
FossHon, ;SalesChsinVESTMIOM Tsetse a a ei a — 3,140 
Elimination of prior year surplus on consolidation which arose from the 
excess of par value over cost of parent company shares held as an 
investment by the subsidiary. Such shares sold during 1965 198,295 — 
2,218,268 1,851,681 
Less: Cost of mining properties written off by charge to retained earnings in 
prior years: now restored to retained earnings by transfer of charge 3 
fo.cohiributedZcunpluss =. 5. See ee ee ae $3,973,700 pts ‘ 
Adjustment of prior years’ depreciation (Note 3) BS BE i: 
(Xenon Nell CH MESGNEUS a 28,024 4,040,457 — ce 
Retoined:-earnings. (deficit): December 31 223 2 $1,822,189 ($1,851,681) 


CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1965 


Surplus arising from reduction in the par value of capital stock (Note 4) $3,982,500 


Less loss on investment in mining properties charged to retained earnings in 
prior years: charge now transferred to contributed surplus — 3,973,700 


Contribsted surplus December. 3] ~ eee $ 8,800 


ee 


Metal Revenue 


THE CONIAGAS MINES, LIMITED 


and its wholly-owned subsidiary 
THE CONIAGAS REDUCTION COMPANY LIMITED 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
FOR THE YEAR ENDED DECEMBER 31, 1965 


Production at estimated net realizable value less marketing 


Be NISCS Mer enue seen WN Fe cee Nf dnl ant $1,559,310 
Miscellaneous mine revenue peebee 4 Dr. 18,088 
1,577,398 
Operating Costs 
ATC (, SN Bec Ns WE UN See EPO MES MTN Rene Soaks Sa eS $ 852,801 
COU UIG D TYG Meters atin Nae Atal cee ate ee aM ts SA MEE ae er ee ES nee OD Se 92,493 
MGLLP OG) 2h BSED BRR so Ode RSS ane Ree Se ENR OR CRP A eh ek 299,749 
SHO SYST ASE Tela We ite Wolo) aioe | Mae Matteo onetboers| seeder Sane ENE cals 329,100 
1,574,143 
Nefiminevoperating revenue =.=) es Ae ie 3,259 
Mine duties, corporation taxes, mining fees and rentals (net credit) 3,989 
(734) 
ASSP Clavel ClNellavelS ola) TinVSSIn VGN see 10,261 
O27, 
Administration and financial expenses! = = 28,569 
PSCC, EXPOSES tee mee eee se Cag I eh 42,466 
71,035 
Net operating loss before depreciation -._._____ 61,508 
Depreciation (Note 3) 
PRN CIS ee ee iin fone eee ey A Fo 2 tr ee a ices, 2 Pe ee 32,569 
Machinery. and equipment 2202s = ee 57,416 
89,985 
Neinlossufor ines y Clie ate okt A eis To $ 151,493 


1964 
Comparative 
Figures 


$1,515,479 
25,237 


1,540,716 


811,162 
114,123 
294,056 
309,991 


15529°332 


11,384 
(326) 


11,710 


20,675 


32,385 


25,949 


23,509 


49,458 


17,073 


60,769 


109,290 


170,059 
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THE CONIAGAS MINES, LIMITED 


and its wholly-owned subsidiary 
THE CONIAGAS REDUCTION COMPANY LIMITED 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1965 


Mining properties in the Township of Lesueur are recorded at a written down value of $387,435. Other mining 


properties in good standing are valued at a nominal amount of $1.00 each. 
No provision has been made for amortization of preproduction and deferred development expenditures. 


During the year the company changed its policy of providing for depreciation of fixed assets. As a result, the 
provision for depreciation is $77,850 less than the amount calculated under the former policy. The 1964 
provision has also been adjusted to accord with the new policy, and the resulting reduction of recorded 
costs for that year, together with a further adjustment of previous charges, are reflected as a credit to 


retained earnings in 1965. 


By supplementary letters patent dated July 2, 1965 the par value per share of the authorized capital of 3,000,000 
shares was reduced from $2.50 to $1.00 per share; the surplus of $3,982,500 arising therefrom was 
transferred to “Contributed Surplus”. By the same supplementary letters patent the shares were then 


changed to no par value. 


THE CONIAGAS MINES, LIMITED 


To the Board of Directors, 
The Coniagas Mines, Limited, 
Suite 903,330 Bay Street, 
Toronto, Ontario. 


~ REPORT ON OPERATIONS OF THE 
BACHELOR LAKE PROPERTY, PROVINCE OF QUEBEC, FOR THE YEAR 1965 


During the year efforts were concentrated on achieving the greatest possible production from our new ore- 
bodies. Many difficulties and bottlenecks were encountered and overcome in changing from what was essentially a 
salvage operation to production on a more permanent basis at increasingly large tonnages. Whilst many problems 
remain, these are largely of a mechanical nature and are slowly being solved, however the very high cost of electrical 
power generated by a large number of small diesel units will continue to be a very heavy burden until Quebec hydro 
power is made available. 


Severe shortages of skilled miners in the second and third quarters of the year resulted in serious production 
losses. Consequent higher wage rates and the use of sub-contractors substantially increased labour costs but have 
resulted in a more satisfactory work force. 


Under present conditions our operation is marginal, however, so ong as exploration continues the chances 
of finding more profitable orebodies are excellent. 


Reserves of broken and proven ore were improved substantially during the year. 


MINE 


Underground development and exploration continued at a reduced pace throughout the year. Work was 
concentrated on developing and bringing the north-east zone into production. 


Stopes are relatively small and very irregular, requiring a disproportionate amount of development. Significant 
production was derived from flat-lying orebodies requiring scraping. 


The following is a summary of the statistical details of development and production: 


1965 1964 To Date 
Stations = —HTO WIS nee tre ee hs eee oe Nae —_ 485 4,939 
Drifting Pe hee eee eee 3,990 6,045 17,006 
Raising aaa OG fi geen eee con ed aa ne 2,432 3,757 LOW28 
Slashing eh ONS ie eet eee eres Meee 4,544 6,050 19,988 
Ore Broken = Sd Kol itp cee ee. et oe 141,955 87,429 564,764 
Ore Pulled —— il OM Siete ek IY ee 123,059 114,459 536,974 
ORS ARS olive; —= WONG, = eee 27,790 8,894 27,790 
VV.GISTC aun OIStS Gea 11O 1 Spee ee 3,607 17,379 40,889 


GEOLOGY 
Surface Exploration 
The induced polarization survey started in 1964 was continued in 1965 over an additional 68 line miles. 
Several strong new anomalies in promising geological environments were located. Diamond drilling totalled 4,586 


feet. Heavy sulphides with encouraging zinc mineralization were intersected in a strong anomaly about two miles 
along strike to the north-east of the mine area. 


Further surface exploration is well warranted in this area and in the shear zone to the north-west of the mine. 
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